This paper uses the Ecuador Living Standard and Measurement Surveys (LSMS 1998(LSMS , 1999 to analyze the characteristics as well as the determinants of child labor and schooling. It is shown how interventions at the level of adults affect child labor and school enrollment. For example, an employment policy encouraging employment in the formal modern sector reduces child labor and increases schooling. In rural areas, a wage policy ( increase in the wage of the household head) has positive implications for the children, while it is less effective in urban areas.
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Introduction
Child labor is a topic of concern in Ecuador, particularly because it is expected that the current economic crisis might have long lasting effects on school drop out and repetition. The debate on child labor is not only due to its potential impact on the present and future welfare of children but it is also related to international pressures for the alleviation of child labor. Child labor is an important problem in Ecuador. Yet, there are no official statistics on the magnitude of this problem. Unfortunately, these programs are seldom evaluated. Subbarao et al. (1997) report that out of 97 social programs surveyed in Latin America, including many school feeding programs, only ten had been evaluated. When evaluations are conducted, they tend to focus on participation, coverage, and targeting without going into the more difficult task of assessing program impacts (Grosh, 1994) . And when attempts are made to assess program impacts, this is often done without due consideration of bias which may result from the endogeneity of program placement.
The lack of good evaluation is all the more damaging as the funds invested are typically large. In light of the above, it is important to assess empirically the impact of policy interventions at the level of parents or government who could help prevent child labor.
The impact of adult wages on child labor has been discussed among others by Basu and Van (1998) who note that if wages are low, parents may have to send their children to work in order to survive, and this often happens to the detriment of schooling. If wages are high, then parents may not send their children to work anymore. According to Basu and Van's Substitution Axiom, adult and child labor are substitutes. Moreover, according to their Luxury Axiom, children will be sent by their parents to work only if the household income from non-child labor is very low.
Basu and Van then explain that there may be multiple equilibria in the labor market, and that in some cases, international policies to abolish child labor might have some unexpected and even undesirable effects. This paper tests empirically whether an increase in adult wage indeed reduces child labor.
Because of potential substitution effects, the theoretical impact of an increase in the wage of adults on the schooling and work decisions of children remains uncertain, and this is reflected in the empirical literature. Ray (1998) finds that higher wages for adults reduces the probability that children will be working in Peru, but not in Pakistan. Psacharopoulos (1997) finds that the impact of household income on schooling and child labor is significant on Venezuela, but less so in Bolivia.
In Peru, Patrinos and Psacharopoulus (1997) find a significant impact of family income on a measure of age-grade distortion for children, but the impact on child labor is not significant. This paper is structured in the following way. Section 2 discusses the characteristics of child labor in Ecuador.
2 Section 3 analyzes the determinants of school enrollment and of child labor for boys and girls, distinguishing rural from urban areas. Section 4 discusses the percentage change in the probabilities of working or of going to school for children as a result of changes in relevant variables. Section 5 has the concluding remarks.
Characteristics of Child Labor in Ecuador
The Table A2 .2 shows that of the 52 percent urban children from the 10-14 age group only 20 percent work and attend school while from the remaining 48 percent rural children, 39 percent work and attend school. In the teenage group, the percentage is similar for those who work and attend school.
Average total monthly labor earnings (wages) from the primary and secondary jobs are shown on Table 2 . For all working children 10-11 years old, regardless school status, average monthly wages are higher in urban than in rural areas. Average monthly wages increase with the age group and generally as we moved from the bottom to the top per capita consumption quintile particularly for the first age group. Table A2 .3 shows some interesting characteristics. The majority of children are working at home with no pay or in the family agricultural activities. Moreover, it seems that teenagers in urban areas work as regular workers while in rural areas they help at home or with family seasonal agricultural activities.
The majority of working children live with their family. For these children, the main reason for working is to help at home particularly in the rural areas. The survey confirms that working children come from the poorest social classes with the head of the household earning less than 600,000 sucres (110.13 USD) on average a month. 5 A high proportion of the urban working children are in the informal sector probably immersed in a range of activities such as selling newspapers, washing cars, polishing shoes, entertaining drivers through small shows at crossroads, and to a lesser extent begging. While one might infer that some parents use their young children for begging it is not possible to verify this. Even if this occurs, the parent rationale may have as much to do with the lack of child care alternatives among other things. In rural areas, 67 percent of the children are at work.
The head of the household with working children are generally men in their mid-forties with primary education, working in the primary industry as an employee or working in the informal sector. This can be seen clearly on tables A2.4 and A2.5. The head of the household monthly wages range between 500,000 and 1,600,000 sucres on average (92 through 294 USD).
Determinants of child labor and schooling in Ecuador
The analysis of the determinants of child labor and schooling were first conducted separately by urban and rural areas, as well as for males and females in each of these two locations since there was an a priori assumption that there were differences in behaviors regarding y their categorical observed counterparts, and by X the vector of independent exogenous variables, the model can be expressed as: Using this framework, two separate models were estimated for the 10-14 age group and for the 15-17 age group. 6 The model has as independent regressors the gender, the geographic location of the household, the information on household demographics, educational level of the head of the household and the spouse, sector and occupation of the head, and whether the head has a formal or informal job. Wages of the head was also included as regressor to assess the impact of a change in earnings on work and schooling for the children. Wages of the head was included rather than total income because the latter is endogenous since it depends on the work of 6 The results of this model are presented in the Annex, on Tables A3.1 and A3.2. children. Similarly, the wages of the spouse were not used because they were likely to have a substitution effect between the work of children and the work of the spouse. The model can then be used to assess, for example, the impact on work and schooling of a change in occupation for the head from the farm to the non-farm sector. Other models were estimated.
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Results
Demographic variables have an impact on the probability of working and/or attending school particularly for teenagers. In urban areas, in households with many babies, the teenagers are more likely to work and not go to school. The effect of having older children in the household is associated with a higher probability of going to school and a lower probability of going to work.
Both effects can be interpreted as being due to the fact that older children or teenagers have to stay at home to care for the younger children. The more babies, the more work to be done at home. On the other hand, the more older children and adults that are at home, the more some of them can go to school while the others stay at home. A large number of adults increases the probability of not going to school for those 15-17 years old in urban areas, but it decreases the probability of 10-14 years old children to have to work. Households with female heads in urban areas send the teenagers to work more often, but this does not seem to take place to the detriment of schooling. The older the head of the household is decreases the probability of work and increases that of schooling for teenagers The demographic effects tend to be stronger in urban than in rural areas. Gender has a large impact on the probability of working in rural areas for both children and teenagers, since boys work more and attend less to school.
After controlling for household characteristics, there are some statistically significant differences between areas as to the percentage of children not attending school, and/or working.
By controlling for household characteristics, we net out most of the impact of lower endowments at the household level when we look at the impact of location on work and schooling. For most of the samples selected it is observed that pure geographical effects on work and schooling are not limited at the regional or income level.
The education of the parents can affect the work and schooling of children directly and indirectly. The direct effect stems from the fact that better educated parents may value the education of their children more than less educated parents. Or even if they do not, better educated parents can easily help their children succeed and remain in school much easier. The 7 Results by gender and quintile are available upon request.
indirect effect comes from the positive correlation between education and income as better educated parents earn higher salaries and do not necessarily need to send their children to work.
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In general, the impact of the parents' education is greater on the probability of going to school than on the probability of working. This suggest that the direct effect may be larger than the indirect effects (since the first ones are directly related to the benefit perceived by better education while the latter is more need-based through work).
The sector of occupation of the household's head has an impact on both work and schooling. The children of heads working in the agriculture sector work more than those working in other industries. It is also important the effect of not being employed or belonging to the informal sector. When household heads are in the informal sector, they tend to send their children to work, perhaps because the instability provided by informal employment or to complement family's income. This phenomenon is observed predominantly in urban areas for children and teenagers. In rural areas, being in the agricultural sector has a negative impact on school attendance for children and teenagers possibly because of their seasonal work. It also increases the probability of working for all children. Thus, a policy encouraging jobs in non agricultural sectors would help the parents and the children indirectly. The variables such as education of spouse and head of the households as well as government education expenditures per student 9 turn out to be significant in reducing the probability of working and increasing the probability of school attendance.
Percentage Impact for the children of private and government policies
The results obtained so far are related to the impact of working and schooling in changes of the relevant variables (i.e., occupation, sex, gender, wages and geographic area). This section computes the percentage changes in the probabilities of working or attending school of children and teenagers conditioned on these relevant variables´ changes provided that the rest of the variables remain at their mean levels. These values are reported in table 6 below. Notice that, in urban areas, an increase in the household schooling level decreases significantly the probability of working and not attending school. A change from the modern to the informal sector increases the probability of working by 5 percent for the 10-14 years old children. A change from modern to 8 The results from the different models might imply that in Ecuador the indirect effect is rather small since the coefficient of the education of the parents does not change significantly in the model without the wages of the head as an independent variable. Results of this model are available upon request. 9 Results including government education expenditure per student are available upon request.
agricultural sector increases the probability of not attending school by 10-14 year olds by almost 9 percent in the rural localities. Moving from la Costa to La Sierra has an increasing effect both in the probability of working and not attending school in the rural communities. In addition, gender affects negatively the probability of working, indicating that boys work more often. In urban areas, an occupational shift for the head of household from a modern sector to an agricultural one increases the probability of working for teenagers. 
Conclusions
To what extent do public policy interventions (or exogenous shocks) at the head of the household level contribute to the well-being of children, in particular to child labor and school attendance? This paper examined the determinants of child labor and school attendance among teenagers and children in both rural and urban areas. Among some of the main interesting results are that higher education for household heads and spouses increases the probability of school attendance and reduces the probability of child labor. When a household head works in agriculture or in the informal sector it increases the children that work. A wage increase of the household head has a small, yet positive impact on child schooling in rural areas.
This paper pretends to be a more detailed work on the determinants of child labor and schooling in order to understand why, controlling for other variables, an occupational shift by household heads from the modern to the agricultural sector has a large impact on the probability to work and to go to school. However, the contribution of this paper is to point towards the possibility of additional gains in terms of children well being policies aimed at promoting productive farm and non-farm rural policies. 
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